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SUBJ: WESTERN BANKERS STILL INTERESTED IN $200 MILLION LOAN TO IBEC 
REF: BERLIN 5283 

1. SUMMARY: ALTHOUGH NEGOTIATIONS EOR A $200 MILLION SYNDICATED 
EUROLOAN TO THE COMECON INTERNATIONAL BANK EOR ECONOMIC COOPERATION 
(IBEC) HAVE BROKEN DOWN OVER IBEC'S LEGAL STATUS IN GREAT BRITAIN, 
WESTERN BANKERS ARE STILL BULLISH ON IBEC CREDITWORTHINESS, AND ARE 
STILL INTERESTED IN THIS PROEITABLE BUSINESS. A GERMAN BANKER 

EEELS IT IS UP TO THE IBEC TO EIND A SOLUTION. END SUMMARY. 

2. THE ERANKEURT-BASED BANK OE AMERICA MANAGER EOR EASTERN EUROPE 
CONEIRMED THAT THE BREAKDOWN OE THE $200 MILLION SYNDICATED EURO- 
LOAN TO IBEC UNDER HIS BANKS LEAD WAS BASED SOLELY ON A JURIDICAL 
POINT, AND IN NO WAY REELECTS UPON THE CREDITWORTHINESS OE THE IBEC. 

3. THE BANK OE AMERICA OEEICIAL ALSO DISCLAIMS ANY DIFEERENCE OF 
OPINION BETWEEN THE BANKING SYNDICATE AND IBEC, AS WAS 
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REPORTED IN THE PRESS. HE STATED THAT THE MANAGEMENT 
EEES AND THE I 1/4 PERCENT ABOVE LIBOR RATE REPRESENT AN 
ATTRACTIVE PIECE OF BUSINESS, AND THAT THE IBEC WAS 
SATISFIED WITH THE I 1/4 PERCENT ABOVE LIBOR RATE AS WELL. 

THE LOAN TO HUNGARY AT 1 1/8 PERCENT ABOVE LIBOR, WHICH 
WAS CONSUMMATED WHILE THE IBEC LOAN WAS BEING NEGOTIATED, 

WAS SAID NOT TO BE A COMPLICATING FACTOR. 
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4. AS TO WHY THIS SOUGHT-AFTER TRANSCATION FOUNDERED ON 

A TECHNICALITY, THE BANK OF AMERICA MANAGER EXPLAINED THAT 
THE QUESTION OF THE IBEC'S VALIDITY AS A CONTRACTUAL 
PARTNER UNDER BRITISH LAW EMERGED FROM THE ADVICE OF BANK 
OF AMERICA LEGAL STAEF, REINFORCED BY THE OPINION OF AN 
INDEPENDENT LEGAL CONSULTANT FROM A LEADING BRITISH UNIVERSITY. 
THE BANK OF AMERICA OFFICIAL WENT ON TO SAY THAT SIMILAR 
LEGAL OPINIONS WERE SOLICITED IN THE CASE OF BOTH THE FIRST 
AND SECOND SYNIDICATED LOANS TO THE IIB (COMECON INDUSTRIAL 
INVESTMENT BANK) FOR THE ORENBURG PIPELINE PROJECT. NO 
POSSIBLE LEGAL IMPAIRMENT WAS RAISED ON EITHER OCCASION. 

BASED ON: (A) DIFEERENT SETS OF CIRCUMSTANCES SURROUNDING 
THESE TRANSACTIONS; AND (B) IIB'S BEING STRUCTURED SOMEWHAT 
DIFEERENTLY FROM THE IBEC. 

5. THE BANK OF AMERICA REPRESENTATIVE STRESSSED THAT THIS 
LOAN IS BY NO MEANS A DEAD ISSUE; HE EXPECTS THE CREDIT TO 
EVENTUALLY GO THROUGH EITHER IN ITS SYNDICATED FORM, OR ON 
A BANK-TO-BANK BASIS. THIS VIEW IS CONSISTENT WITH THE 
ASSESSMENT CONTAINED IN BERLINS 5283. ACCORDING TO THE 

BANK OF AMERICA SOURCE, THE LOAN COULD STILL GO THROUGH IN ITS 
SYNDICATED FORM IF; IBEC WERE EITHER SLIGHTLY RESTRUCTURED 
OR REGISTERED IN LONDON. 

6. A GERMAN BANKING COURSE (DEUTSCHE GENOSSENSCHAFTSBANK) 
AGREES THAT THE LOAN ARRANGEMENT DID IN ALL LIKELIHOOD 
FOUNDER ON A LEGAL TECHNICALITY RATHER THAN ON ANY LAST- 
MINUTE DESIRE OF THE WESTERN LENDERS TO RETREAT FROM THE DEAL. 
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HE SEES THE ARANGEMENT AS ATTRACTIVE, PARTICULARLY IN VIEW 
OF THIS OWN BANKS CO-MANAGEMENT OF A RECENT LOAN TO HUNGARY 
AT I 1/8 PERCENT OVER LIBOR. HE DOES NOT, THEREEORE, UNDER- 
STAND THE RAISING OF THE LEGAL POINT BY THE SYNDICATE. HIS 
VIEW IS THAT THE BALL IS NOW IN IBEC'S COURT-THAT IBEC COULD 
OVERCOME THE LEGAL IMPEDIMENT BY AS SIMPLE AN ACTION AS 
APPOINTING A LEGAL RECEIVER IN LONDON THAT COULD ACT ON 
IBEC'S BEHALF IN CONTRACTUAL MATTERS. BLAKE 
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